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SUMMARY  OF  RECOMMENDATIONS 

This  listing   serves   as  a   means  of  summarizing   the   recommendations 
contained   in   the   report  and  the  audited  agency's   reply. 

Page 

Recommendation   #1 

The  center  record  all  expenditures  and 

liabilities  associated  with  workers' 

compensation   insurance  premiums  in   the 

year  incurred.  ^ 

Agency   Response:      Concur.      See  page  19. 

Recommendation  #2 
The  center: 

A.  Review  SBAS   reports  during   the  fis- 
cal  year-end  closing   period  and 

investigate  unusual   balances.  5 

Response:      Concur.      See  page  19. 

B.  Establish  procedures  to  accurately 
report  account  balances  on  the  state 
accounting   records  as  required  by 

state  policy.  ^ 

Agency   Response:      Concur.      See  page  19. 

C.  Determine  the  ownership  of  the  bal- 
ance in  the  Federal  Special  Revenue 
Fund  and  transfer  the  balance  to 

the  appropriate  entity.  5 

Agency   Response:      Concur.     See  page  19. 


Ill 


INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Eastmont 
Human  Services  Center  (center)  for  fiscal  years  1984-85  and 
1985-86.      The  objectives  of  the  audit  were  to: 

1.  determine  if  the  center's  financial  schedules  present 
fairly  the  results  of  operations  for  the  two  fiscal  years 
then   ended; 

2.  determine  if  the  center  complied  with  applicable  laws  and 
regulations;   and 

3.  make  recommendations  for  the  improvement  in  the  man- 
agement and   internal   controls  of  the  center. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  dis- 
closed the  cost,  if  significant,  of  implementing  the  recommenda- 
tions. 

The  prior  audit  of  the  Eastmont  Human  Services  Center  was 
conducted  for  the  two  fiscal  years  ended  June  30,  1984.  The 
report  contained  four  recommendations  for  improvement  of  center 
operations.  The  center  concurred  with  and  implemented  all  of  the 
recommendations. 

BACKGROUND 

Eastmont  Human  Services  Center  was  established  at  Clendive 
in  1967  by  the  40th  Legislature.  The  center  operates  two  facilities 
for  lodging  residents,  a  40  bed  cottage  and  a  15  bed  cottage.  The 
15  bed  cottage  (Cottage  II)  originally  housed  residents  under  a 
five-day  program  where  mentally  retarded  students  were  bussed 
from  the  surrounding  areas  to  the  center  for  training  classes 
during  the  week.  Gradually,  these  students  were  integrated  into 
the  school   system  in  their  own  communities. 

Currently,  the  purpose  of  the  center  is  to  provide  residential 
and  day  training  to  severely  and  profoundly  retarded  people 
through  an  on-going  seven-day  program.  The  seven-day  program 
includes  people  who  range  in  age  from  fifteen  to  over  sixty  years. 
The   majority   of  these   residents   transferred   to   the  center   from   the 


Montana  Developmental  Center  and  require  24  hour  supervision. 
Course  instruction  includes  academics,  home  living,  perceptual 
training,  social  awareness,  recreation  and  physical  education, 
speech  therapy,  and  pre-vocational  training.  Residents  occupied 
fifty-two  of  the  center's  fifty-five  beds  at  June  30,    1986. 

The  Montana  Department  of  Institutions  personnel  provide  the 
general  control  and  supervision  for  the  center.  The  center's 
superintendent  is  responsible  for  the  center's  management  and 
operation. 

WORKERS'   COMPENSATION    PREMIUMS 

In  May  1985  the  Division  of  Workers'  Compensation  (DWC) 
raised  its  premium  rates  on  compensation  insurance.  The  various 
state  institutions  did  not  have  the  necessary  spending  authority  to 
record  or  pay  the  unanticipated  increase.  Department  officials 
advised  us  that  as  a  result,  the  Department  of  Institutions  (Dofi) 
entered  into  an  oral  agreement  with  DWC  to  use  experience  modifica- 
tion factors  in  computing  the  insurance  premiums  which  were  less 
than  the  newly  issued  modification  factors.  By  using  the  adjusted 
modification  factors  and  the  resulting  rates  to  record  the  premiums 
on  compensation  insurance,  the  center  understated  expenditures 
and  liabilities  for  fiscal  year  1985-86  by  $26,205.  At  fiscal 
year-end  1985-86  only  $11,399  remained  in  the  center's  General 
Fund  appropriation. 

The  center  did  not  comply  with  section  17-1-102(4),  MCA 
which  requires  it  to  record  all  liabilities  and  expenditures  on  its 
financial  records  in  accordance  with  procedures  as  prescribed  by 
the  Department  of  Administration  in  the  Montana  Operations  Manual. 
A  DofI  official  indicated  that  because  DWC  did  not  provide  the 
necessary  information  for  the  insurance  rate  increases,  it  was  not 
possible  for  DofI  to  accurately  budget  for  workers'  compensation 
insurance  premiums  in  fiscal  years  1985-86  and  1986-87.  The 
Department  of  Institutions  intends  to  seek  supplemental  appropria- 
tion authority  to  pay  the  increased  workers'  compensation  premiums. 
The  overall   issue  will   be  addressed   to  the  DWC  and   the  DofI    in  the 


current    biennial    audits   of   the    Department   of    Labor    and    industry 
and  the  Dof  I . 

RECOMMENDATION   #1 

WE  RECOMMEND  THE  CENTER  RECORD  ALL  EXPENDITURES 
AND  LIABILITIES  ASSOCIATED  WITH  WORKERS'  COMPEN- 
SATION   INSURANCE   PREMIUMS    IN   THE  YEAR    INCURRED. 


ACCOUNTING   ERRORS 

The  center  records  its  accounting  transactions  on  the  State- 
wide Budgeting  and  Accounting  System  (SBAS).  At  fiscal  year-end, 
the  center  receives  a  mid-month  SBAS  report  from  the  Department 
of  Administration,  Accounting  Division.  The  report  is  used  by 
agencies  to  help  ensure  the  accounting  records  properly  reflect 
their  activity  for  the  fiscal  year.  The  following  three  report 
sections  discuss  accounting  errors  which  could  have  been  detected 
and  corrected  had  center  management  established  procedures  to 
review  the  report  and   investigate  unusual   balances. 

Grant  Balances 

The  center  received  no  federal  funds  during  fiscal  year 
1985-86.  However,  the  center  reported  $1,360  of  cash  and  $205  of 
accounts  receivable  in  the  Federal  Special  Revenue  Fund  at  the 
end  of  the  audit  period.  The  amounts  represent  balances  remain- 
ing in  the  Special  Revenue  Fund  from  years  prior  to  fiscal  year 
1984-85.  Center  personnel  believe  the  balances  relate  to  Federal 
Chapter  I  moneys  received  in  fiscal  year  1983-84,  but  they  could 
not  provide  us  with  adequate  documentation  to  demonstrate  whether 
the  money  belongs  to  the  state  or  the  federal  government. 

Center  personnel  believe  the  moneys  belong  to  the  state. 
State  policy  and  federal  regulations  require  that  the  center  main- 
tain accountability  for  all  federal  moneys.  Since  the  center  per- 
sonnel could  not  provide  adequate  documentation  to  indicate  the 
proper    disposition    of   the    balance    in    the    Federal    Special    Revenue 


Fund,  we  could  not  determine  whether  the  balance  should  be 
refunded  to  the  federal  government  or  transferred  to  the  state 
General   Fund. 

Fund   Balances 

The  center  improperly  classified  the  balance  in  its  donations 
account  as  property  held  in  trust  during  fiscal  year  1985-86. 
Because  of  this  error,  the  account  reported  a  negative  fund  bal- 
ance at  year-end  of  $2,226.  Private  donations  are  given  to  the 
school  to  provide  benefits  to  residents.  State  policy  requires  that 
the  balance  for  these  donations  be  classified  as  fund  balance 
rather  than  property  held  in  trust.  This  recording  error  caused 
fund  balance  to  be  understated  in  the  Special  Revenue  Fund  by 
$7,028   in   fiscal   year   1985-86. 

Resident  Accounts 

The  resident  account  contains  money  held  in  trust  for  the 
individual  residents.  The  center  improperly  reported  $76,017  in 
both  the  cash  and  property  held  in  trust  accounts  at  fiscal  year- 
end  1984-85.  At  that  time,  the  center  should  have  reported 
$39,914  in  each  of  these  accounts.  State  policy  requires  the 
center  to  accurately  report  the  financial  activity  and  account 
balances  on  its  accounting   records. 

The  center  accounts  for  the  resident  account  activity  on 
manual  records  during  the  year.  At  fiscal  year-end,  a  memo  entry 
is  made  on  SBAS  to  reflect  the  center's  manual  records.  The 
center  should  have  eliminated  the  July  1,  1984,  cash  and  property 
held  in  trust  balances  in  the  resident  accounts  when  it  recorded 
the  new  memo  entry  at  fiscal  year-end  1984-85,  As  a  result,  the 
center  overstated  cash  and  property  held  in  trust  for  the  Agency 
Fund  by  $36,103  at  June  30,  1985.  In  fiscal  year  1985-86  the 
center  corrected  the  error  and  properly  reported  cash  and  prop- 
erty held   in  trust  balances. 


RECOMMENDATION    #2 

WE   RECOMMEND   THE   CENTER: 

A.  REVIEW  SBAS  REPORTS  DURING  THE  FISCAL  YEAR- 
END  CLOSING  PERIOD  AND  INVESTIGATE  UNUSUAL 
BALANCES. 

B.  ESTABLISH  PROCEDURES  TO  ACCURATELY  REPORT 
ACCOUNT  BALANCES  ON  THE  STATE  ACCOUNTING 
RECORDS  AS   REQUIRED   BY   STATE   POLICY. 

C.  DETERMINE  THE  OWNERSHIP  OF  THE  BALANCE  IN  THE 
FEDERAL  SPECIAL  REVENUE  FUND  AND  TRANSFER  THE 
BALANCE  TO  THE  APPROPRIATE  ENTITY. 


MEDICAID   DECERTIFICATION 

Each  year  the  facilities  at  the  center  undergo  inspection  by 
the  state  Department  of  Health  and  Environmental  Sciences  (DHES). 
When  the  buildings  pass  inspection  they  are  certified  as  Medicaid 
eligible.  Institutions  that  house  Medicaid  eligible  residents  then 
obtain  reimbursement  from  the  federal  government  at  a  fixed  per 
diem  rate. 

In  August  1985,  Federal  Department  of  Health  and  Human 
Services  inspectors  surveyed  the  Eastmont  Human  Services  Center. 
They  determined  that  because  the  residents  of  Cottage  II  (the 
15-bed  cottage)  were  not  capable  of  acting  appropriately  for  self- 
preservation  in  the  event  of  an  emergency,  the  cottage  did  not 
comply  with  federal  fire  protection  requirements.  Specifically,  the 
inspectors  cited  Code  of  Federal  Regulations  (CFR)  42,  section 
442.508  which  states  that  in  order  for  a  facility  to  be  classified  as 
a  boarding  and  rooming  house  it  must  satisfy  certain  criteria.  For 
example,  a  qualified  mental  retardation  professional  must  certify 
that  each  resident  is  capable  of  following  directions  and  taking 
appropriate  action  for  self-preservation  under  emergency  condi- 
tions. The  inspectors  performed  a  night  fire  drill,  and  determined 
the  residents  in  Cottage   II   were  not  capable  of  self-preservation. 

Since  Cottage  II  housed  residents  who  were  not  capable  of 
self-preservation,    it    no    longer    qualified    under    the    boarding    and 


rooming  house  code.  The  cottage  then  fell  under  the  more  strin- 
gent life  safety  code  for  an  institutional  facility.  The  stricter 
code  requires  42-inch  wide  exit  doors,  wired  glass  vision  panels  in 
approved  steel  frames,  and  exit  doors  opening  in  the  direction  of 
traffic.  Cottage  II  did  not  satisfy  the  stricter  code  and  was 
Medicaid  decertified.  The  decertification  lasted  approximately  five 
months  resulting  in  $175,043  in  expenditures  that  could  not  be 
claimed  for  Medicaid  reimbursement.  The  state's  General  Fund 
paid  for  the  cost  of  the  resident's  per  diem  charge  during  that 
time. 

Federal  officials  recertified  the  cottage  on  February  25,  1986, 
after  center  personnel  relocated  selected  residents  with  better 
capabilities  from  the  40-bed  cottage  to  Cottage  II  and  appropriately 
trained  the  residents  to  pass  the  fire  drill.  Because  the  center 
now  qualifies  for  Medicaid  reimbursement  of  allowable  per  diem 
costs,  we  make  no  recommendation.  We  have  provided  this  infor- 
mation  for  disclosure  purposes. 


AUDITOR'S  OPINION    LETTER 
AND  AGENCY   FINANCIAL  SCHEDULES 


SUMMARY  OF  AUDIT  OPINION 

The  auditor's  opinion  issued  in  the  report  is  intended  to 
convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  that  can  be  placed  on  the  amounts  presented.  Except  for 
the  schedules  on  pages  12  and  13,  the  financial  schedules  are 
prepared  from  the  Statewide  Budgeting  and  Accounting  System 
(SBAS)  without  adjustments  for  errors  noted  during  the  audit. 
This  is  done  to  convey  the  degree  of  reliance  users  may  place  on 
the  SBAS  information. 

The  qualified  opinion  on  the  Schedule  of  Budgeted  Program 
Expenditures  by  Object  and  Fund  denotes  the  reader  should  use 
caution  when  using  the  financial  information  on  this  schedule.  The 
schedule  is  misstated  because  the  center  did  not  record  workers' 
compensation  insurance  expenditures  in  fiscal  year  1985-86  as  de- 
scribed in  paragraph  three  of  the  opinion  letter  and  as  discussed 
on   page  3  of  this  report. 

The  unqualified  opinion  on  the  remaining  schedules  presented 
means  that  the  schedules  are  fairly  stated  in  all  material  respects 
and  that  the  user  can   rely  on  the  information   presented. 
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The   Legislative  Audit  Committee 
of  tine  Montana  State  Legislature: 

We  have  examined  the  financial  schedules  of  the  Eastmont 
Human  Services  Center  for  each  of  the  two  fiscal  years  ended 
June  30,  1985  and  1986,  as  shown  on  pages  9  through  17.  Our 
examination  was  made  in  accordance  with  generally  accepted  audit- 
ing standards  and,  accordingly,  included  such  tests  of  the  ac- 
counting records  and  such  other  auditing  procedures  as  we  con- 
sidered necessary   in  the  circumstances. 

The  center's  financial  schedules  are  prepared  in  accordance 
with  the  basis  of  accounting  described  in  Note  1  to  the  financial 
schedules.  Accordingly,  the  accompanying  financial  schedules  are 
not  intended  to  present  financial  position  and  results  of  operations 
in  conformity  with  generally  accepted  accounting   principles. 

As  described  in  Note  8  on  page  16,  the  center  has  not 
recorded  a  liability  and  related  expenditure  of  $26,205  for  in- 
creased workers'  compensation  insurance  premiums  for  fiscal  year 
1985-86.  If  the  center  had  properly  reported  the  increased  workers' 
compensation  premiums,  the  center  would  have  exceeded  the  1985-86 
appropriation  amounts  by  $14,806.  As  a  result,  liabilities  as  of 
June  30,  1986,  and  expenditures  for  the  year  then  ended,  are 
understated  by  $26,205  in  the  General  Fund  and  unspent  budget 
authority   in  the  General   Fund   is  overstated  by  the  same  amount. 

In  our  opinion,  except  for  the  effects  of  not  recording  expen- 
ditures for  workers'  compensation  insurance  premiums  as  discussed 
in    the    preceding    paragraph,    the    Schedule    of    Budgeted    Program 


Expenditures  by  Object  and  Fund  presents  fairly  thie  results  of 
operations  of  the  Eastmont  Human  Services  Center  for  the  two 
fiscal  years  ended  June  30,  1986,  in  conformity  with  the  basis  of 
accounting  described   in   Note  1   applied  on  a  consistent  basis. 

in  our  opinion,  the  Schedule  of  Changes  in  Fund  Balances, 
the  Schedule  of  Budgeted  Revenue  -  Estimated  and  Actual,  the 
Schedule  of  Additions  and  Deductions  to  Agency  Fund  Assets,  and 
the  Resident  Trust  Account  Schedule  of  Receipts  and  Disburse- 
ments present  fairly  the  results  of  operations  and  the  changes  in 
fund  balance  of  the  Eastmont  Human  Services  Center  for  the  two 
fiscal  years  ended  June  30,  1986,  in  conformity  with  the  basis  of 
accounting  described  in   Note  1   applied  on  a  consistent  basis. 

Respectfully  submitted, 

James  Cillett,   CPA 
Deputy   Legislative  Auditor 


November  21  ,    1986 


EASTMONT  HUMAN  SERVICES  CENTER 

DEPARTMENT  OF  INSTITUTIONS 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


FUND  BALANCE:  July  1,  198A 


General  Fund 


Special 

Revenue 

Funds 

$   -0- 


ADDITIONS 
Fiscal  Year 


198A-85 


Budgeted  Revenue 
Nonbudgeted  Revenue 
Prior  Year  Revenue  Adjustments 
Support  From  State  Of  Montana 

Fiscal  Year  1985-86 
Budgeted  Revenue 
Nonbudgeted  Revenue 
Prior  Year  Revenue  Adjustments 
Support  From  State  Of  Montana 
Total  Additions 

REDUCTIONS 

Fiscal  Year  1984-85 

Budgeted  Expenditures 

Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1985-86 
Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  To  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1986  (Note  5) 


1,327,081 

1,163 

29,901 

680,435 


1,497,369 
46 
373,8591 
217.790 

4,127,644 


2,032,593 
5,987 


2,084,529 
3,679 

856 

4,127,644 

$     -0- 


12,066 


707 


12,773 
12,066 

2,933 

14,999 
$(2.226)^ 


^See  footnote  9  on  page  17. 
*^See  footnote  6  on  page  16. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting 
System.  Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  14  through  17. 


EASTMONT  HUMAN  SERVICES  CENTER 
DEPARTMENT  OF  INSTITUTIONS 
SCHEDULE  OF  BUDGETED  REVENUE  -  ESTIMATED  &  ACTUAL 
FOR  THE  TVIO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Grants, Gifts,   Federal 
Service  Fees   &  Donations  Assistance 


FISCAL  YEAR  1985-86 

GENERAL  FUND 

Estimated  Revenue 

$1,538,970 

Actual  Revenue 

1,497,369 

Collections  Over 

(Under)  Estimate 

$   (A1.601) 

SPECIAL  REVENUE  FUND 

Estimated  Revenue 

$  3,000 

Actual  Revenue 

707 

Collections  Over 

(Under)  Estimate 

$(2,293) 

Total 


$1,538,970 
l.A97,369 

$   (41.601) 


$    3,000 
707 

$   (2.293) 


FISCAL  YEAR  1984-85 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$1,318,103 
1,327,081 


$. 


8.978 


100 
-0- 


$   (100) 


$1,318,203 
1,327.081 

$    8.878 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  29,517 
12,066^ 


$   29,517 
12.066 


$(17.451)    $   (17.451) 


See  footnote  7  on  page  16. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  14  through  17. 
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EASTMONT  HUMAN  SERVICES  CENTER 
DEPARTMENT  OF  INSTITUTIONS 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 
FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Care  and  Custody 


Fiscal  Year 
1985-86 


Fiscal  Year 
198A-85 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Conununi  cat  ions 
Travel 
Rent 

Utilities 

Repair  &  Maintenance 
Other  Expenses 
Total 


$1,398,050 
339,423 


$1,389,567 
341,615 


1.737,473    1,731,182 


90,235 

86,001 

107,677 

104,697 

9,704 

8,903 

1,805 

2,165 

262 

191 

77,382 

81,897 

61,036^ 

16,867 

1,888 

1,651 

349,989 


302,372 


EQUIPMENT 
Equipment 
Total 

TOTAL  PROGRAM  EXPENDITURES 


11,105 
11,105 

$2.087.462   $2.044.659 


GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

1 


$2,095,928   $2,087,637 

2,084,529    2,032,593 

$   11.399   $   55.044 


$ 


3,000   $   29,517 


1,933^ 


12,066- 


67 


$   17.451 


The  center  classified  building  renovation  expenditures  of  $40,649 
as  Repair  and  Maintenance  (Operating  Expenses).   These  expenditures 
are  properly  classified  as  Building  expenditures  (Capital  Outlay 
Expenses) . 

See  footnote  7  on  page  16. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  14  through  17. 
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EASTtlONT  HUMAN  SERVICES  CENTER 

DEPARTMENT  OF  INSTITUTIONS 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS  TO  AGENCY  FUND  ASSETS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Cash  Balance,  July  1,  1984 


$  35,688 


Additions: 

Fiscal  Year  1985-85 

Fiscal  Year  1985-86 

Total  Additions 


$108,241 
120,289 


228,530 


Deductions: 

Fiscal  Year  1984-85 
Fiscal  Year  1986-86 
Total  Deductions 

Prior  Period  Adjustment 


104,430 
120,206 


224,636 
415 


Cash  Balance,  June  30,  1986 


$  39,997 


The  cash  in  this  account  belongs  to  the  residents  of  the  center. 
The  center  acts  as  an  agent  by  accounting  for  these  resident 
moneys.  This  schedule  is  prepared  from  manual  records  maintained 
by  the  Eastmont  Human  Services  Center.  Only  summary  resident 
account  information  is  recorded  on  the  Statewide  Budgeting  and 
Accounting  System.  Additional  information  is  provided  in  the  notes 
to  the  financial  schedules  on  pages  14  through  17. 
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EASTMONT  HUMAN  SERVICES  CENTER 

DEPARTMENT  OF  INSTITUTIONS 

RESIDENT  TRUST  ACCOUNT 

SCHEDULE  OF  RECEIPTS  AND  DISBURSEMENTS 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1986 


Property  Held  in  Trust  Account  Balance, 
July  1,  1984 


$249,360 


Receipts: 

Fiscal  Year  1984-85 
Fiscal  Year  1985-86 
Total  Receipts 


$  78,241 
42,310 


369,911 


Disbursements : 

Fiscal  Year  1984-85 
Fiscal  Year  1985-86 
Total  Disbursements 


-0- 
369,911 


369,911 


Property  Held  in  Trust  Account  Balance, 
June  30,  1986 


$  -0- 


1 


See  footnote  9  on  page  17. 


This  schedule  is  prepared  from  manual  records  maintained  by  the 
Eastmont  Human  Services  Center.  Only  summary  resident  account 
information  is  recorded  on  the  Statewide  Budgeting  and  Accounting 
System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  14  through  17. 
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EASTMONT   HUMAN    SERVICES   CENTER 


DEPARTMENT 

OF   INSTITUTIONS 

NOTES   TO 

THE   FINANCIAL 

SCHEDULES 

JUNE   30 

,    1985 

AND   JUNE 

30,    1986 

1.      SUMMARY  OF  SIGNIFICANT   ACCOUNTING   POLICIES 

The  following  is  a  summary  of  the  significant  accounting 
policies  used  by  the  Eastmont  Human  Services  Center: 

Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments  with 
the  exception  of  the  Schedule  of  Additions  and  Deductions  to 
Agency  Fund  Assets  and  the  Resident  Trust  Account  Schedule  of 
Receipts  and  Disbursements  which  have  been  prepared  from  SBAS 
and  the  center's  subsidiary  detail  ledger.  Accounts  are  organized 
on  the  basis  of  funds  according  to  state  law.  The  following  fund 
types  are  used  by  the  center: 

General  Fund  -  accounts  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  other  funds. 

Special  Revenue  Fund  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specific  purposes.  Legislative  appropriation  is  required 
to  spend   from  this  fund. 

Trust  and  Agency  Fund  -  accounts  for  assets  held  in  trust  as 
an  agent  for  others.  The  major  items  accounted  for  in  these 
funds  by  the  center  are  resident  accounts  and  the  resident 
trust  accounts. 

Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting   which   is  described   in   the  Montana  Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  revenues  are 
recognized  when  measurable  and  available,  and  expenditures  are 
recorded    for   valid   obligations.      A   valid   obligation   exists   when    the 
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associated   liability   is   incurred  except   for  the   following    items   whicii 
are  also  considered  valid  obligations  under  state  accounting   policy. 

1.  System  development  inter-agency  or  intra-agency  service 
agreements  and  other  professional  service  contacts  may 
be  accrued  at  the  end  of  the  fiscal  year  in  which  created. 

2.  Equipment  expenditures  may  be  charged  against  the 
fiscal  year  in   which  a  purchase  order  has  been   issued. 

3.  Obligations  for  employees'  vested  annual  leave  and  sick 
leave  are  recorded  as  expenditures  when   paid. 


2.  LIABILITY    FOR   COMPENSATED   ABSENCES 

Employees  accumulate  both  vacation  and  sick  leave.  Employees 
are  paid  for  100  percent  of  unused  vacation  and  25  percent  of 
unused  sick  leave  credits  upon  termination.  Accumulated  unpaid 
liabilities  for  vacation  and  sick  leave  are  not  reflected  in  the 
presented  financial  schedules  of  the  Eastmont  Human  Services 
Center.  Expenditures  for  termination  pay  currently  are  absorbed 
in  the  annual  operational  costs  of  the  center.  At  June  30,  1986, 
the  center  has  an  approximate  liability  of  $76,700  for  vacation 
leave  and  $24,600  for  sick   leave. 

3.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  Teachers'  Retirement  System  (TRS). 
The  center's  contributions  to  these  plans  are  shown   below: 

Fiscal  Year  Fiscal  Year 

1984-85  1985-86 

PERS  $81,820  $86,793 

TRS  4,867  2,063 

Total  $86,687  $88,856 
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4.  BENEFITS 

The  center  provides  one  meal  per  shift  to  all  employees  as 
part  of  a  department-wide  benefit.  The  center  served  17,526 
meals  to  employees  during  fiscal  year  1984-85  at  a  cost  of  $12,540. 
During  fiscal  year  1985-86,  16,313  meals  were  provided  at  a  cost  of 
$11  ,581. 

5.  GENERAL   FUND   BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  schedule, 
the  beginning  and  ending   fund   balance  will  always  be  zero. 

6.  NEGATIVE   FUND   BALANCE 

The  Special  Revenue  Fund  reflects  a  negative  fund  balance  at 
June  30,  1986.  This  occurred  because  the  center  improperly 
classified  the  balance  in  the  donation  account  as  property  held  in 
trust. 

7.  FEDERAL  FUNDING 

The  center  received  no  federal  funding  except  for  specific 
food  commodities  in  fiscal  year  1985-86.  As  a  result,  revenues  and 
expenditures  in  the  Special   Revenue  Fund  decreased. 

8.  UNRECORDED  WORKERS'   COMPENSATION    PREMIUMS 

There  is  a  liability  for  unpaid  workers'  compensation  premiums 
that  has  not  been  recorded  in  the  accounting  records.  The  liabil- 
ity for  the  center  as  of  June  30,  1986  is  $26,205.  The  corre- 
sponding expenditure  has  not  been  recorded  in  the  accounting 
records. 
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9.      NONEXPENDABLE  TRUST    FUND 

The  resident  trust  account  is  recorded  on  SBAS  in  the  Non- 
expendable Trust  Fund.  This  fund  was  used  by  the  center  to 
account  for  resident  moneys  collected  from  the  residents  for  care 
and  maintenance  and  being  held  pending  the  outcome  of  a  lawsuit 
on  behalf  of  the  residents.  The  center  accounted  for  this  fund 
similar  to  an  Agency  Fund  where  no  nominal  activity  is  recorded. 
Consequently,  the  Nonexpendable  Trust  Fund  is  not  included  in 
the  Statement  of  Changes  in  Fund  Balances  but  is  reported  in  a 
separate  schedule.  The  lawsuit  was  settled  regarding  the  holding 
of  resident  money  for  care  and  maintenance.  During  fiscal  year 
1985-86,  the  center  transferred  the  total  balance  to  the  General 
Fund.  See  the  Resident  Trust  Account  Schedule  of  Receipts  and 
Disbursements  on   page  13. 
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AGENCY   RESPONSE 


DEPARTMENT  OF  INSTITUTIONS 


TED  SCHWINDEN.  GOVERNOR 


gTATEOF  MONTANA' 


(406)  444-3930 


1539 11TH  AVENUE 


HELENA.  MONTANA  59620 


February  12,   1987 


REC^WED 

!-h.Bl3[357 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
Capitol  Station 
Helena,   MT     59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  Office  of  the  Legislative 
Auditor  for  the  Eastmont  Training  Center. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  the  recommendations  is  attached. 

Sincerely , 


V.   SOUTH,  Director 
^artment  of  Institutions 


CVSrbt 
Attachment 
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■AN  EQUAL  OPPORTUNITV  EMPLOYER  " 


RECOMMENDATIOM  ^1 

WE  RECOMMEND  THE  CENTER  RECORD  ALL  EXPENDITURES  AND  LIABILITIES  ASSOCIATED 
WITH  WORKER'S  COMPENSATION  INSURANCE  PREMIUMS  IN  THE  YEAR  INCURRED. 

RESPONSE 

Concur,  ^n  the  future,  all  expenditures  and  liabilities  will  be  recorded  in 
the  year  incurred. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  CENTER: 

A.  REVIEW  SBAS  REPORTS  DURING  THE  FISCAL  YEAR-END  CLOSING  PERIOD  AND 
INVESTIGATE  UNUSUAL  BALANCES. 

B.  ESTABLISH  PROCEDURES  TO  ACCURATELY  REPORT  ACCOUNT  BALANCES  ON  THE  STATE 
ACCOUNTING  RECORDS  AS  REQUIRED  BY  STATE  POLICY. 

C.  DETERMINE  THE  OWNERSHIP  OF  THE  BALANCE  IN  THE  FEDERAL  SPECIAL  REVENUE 
FUND  AND  TRANSFER  THE  BALANCE  TO  THE  APPROPRIATE  ENTITY. 

RESPONSE 

A.  Concur.  Agency  will  review  SBAS  411  reports  at  FYE,  investigate 
unusual  balances,  and  make  the  necessary  accounting  entries. 

B.  Concur.  As  required  by  State  policy,  the  balance  for  the  donations 
account  will  be  classified  as  fund  balance  rather  than  property  held  in 
trust  and  the  agency  fiscal  manager  will  more  closely  monitor  fund 
balances  for  negative  figures. 

C.  Concur.  Ownership  of  the  balance  in  the  Federal  Special  Revenue  Fund 
(Chapter  I)  has  been  determined  to  be  the  State.  Transfer  of  the 
balance  will  be  made  by  the  agency. 
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